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| TIME INSURANCE COMPANY,

STATE OF ARIZONA
FILED

JAN 10 2013

DEPT ISHRANCE -
STATE OF ARIZONA DBE, ?@%RA
| 3¢

DEPARTMENT OF INSURANCE

| Docket No. 13a-p12-
in the Matter of: INS

NAIC # 69477,

)
)
)
) CONSENT ORDER
)
Res’po'ndent ;
)

)

Examiners for the 'Department of Insurance (“the Department”) conducted a
targeted market conduct examination of Time insurance Company (“TIC” or “the
Company”). The Report of Targeted Examination of Time Insurance Company, dated
as of June 30, 2008, ("the Report”) alleges that the Company has violated Arizona
Revised Statutes (“A.R.S.”) §§_ 20-444, 20-461(A)(1), (3), (4), (15) and (17), 20-462(A),
20-1377(E), 20-1379(L), 20-1401.01, 20-2104(B)(1)(b), 20-2106(7)(a), 20-2110(A) and

(D), 20-2323, 20-2533(D), 20-2535(B) and (D), 20-2536(B) and (E)(2), 20-3102, and

Arizona Administrative Code ("A.A.C.") R20-8-201, R20-6-801(F), R20-6-1203, and
one prior consent order: Consent Order, Dockét No. 04A-026-INS dated February 11,
2004, (“Consent Order”).

The Company wishes to resolve this matter without formal proceedings, admits
that the following Findings of Fact are true and consents to the entry of the following

Conclusions of Law and Order.
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FINDINGS OF FACT

1. TIC, a Wisconsin»domi_ciied company, is authorized to transact life and
disability insurance in .Arizcjna pursuant to a 'Ceﬁiﬁcate of Authority issued by the
Director.. |

2. The Director authorized the E-xamihérs to conduct a targeted market
conduct examination of the Cbmpany. The examination covered the time period from
July 1 2005, through June 30, 2008, and .'was' concluded on September 2, 2010.
Based on the examinaﬁon.ﬁndings, the Examiners prepared the Report, dated June 30,
2008.

3. With regard to the processing of health insurance claims, the Company:

a. Failed to conduct a fimely and reasonable investigation before
denying claims;
b. Failed to provide a reasonable explanation for the denial of claims in
sufficient detail to allow members and providers to appeal the adverse decision;
¢. Failed to adjudicate claims submitted by and paid to providers within
30 days of receipt of a clean claim and to pay claims within 30 days of the adjudication
date;
d. Used Explanation of Benefits ("EOB”) forms that:
i. Failed to prominently display the notice of the right to appeal; and
ii. Incorrectly stated the time period for filing a first-level appeal.
e. Failed to pay adequate interest on late claims by adopting policies
and procedures that precluded the payment of interest on claims paid directly to the

insured.
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4, The Company used marketing mate_rials, advertising and sales scripts
that:
a. Made statements-implyihg'that Short Term Medical insurance is
similar to COBRA without disclosing the differences and possible loss of rights by
selecting Short Term .Medicai insurance i'nétead of COBRA,;

b. Referenced policy benefits without disclosing pertinent policy

exclusions, reductions and limitations, including but not limited to-those applicablé"to

preexisting conditions;

¢. Contained unsupported, unsubstantiated and incomplete
comparisons with other policies or beneﬁ_ts;

d. Failed to state the name of the insurer or to clearly identify the
insurer, and/or used a trade name or insurance group designation; and

e. Failed to identify the source of statistics and contained misleading

statements about the time in which claims are processed.

5. The Company used policy forms that:
a. Contained exclusions of benefits for treatment provided by
chiropractic physicians;
b. Incorrectly stated the appeal rights prescribed by Arizona law;
6. The Company failed to issue certificates of creditable coverage with
respect to terminated policies.
7. The Company failed fo give credit for preexisting conditions where the
exclusionary period had been satisfied under prior coverage.
8. The Company failed with regard to four employer group certificate of

coverage forms to include the notice that states “Notice: This certificate of insurance
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may not provide all benefits and protections provided by law in Arizona. Please read
this certificate carefully.*’ | |
_-9. Thé C_Qmpény used two group certificate forms that c_on’_ta_in subrogation
fanguage without a clafiﬁcation'that this provision does not apply in Arizona. |
10.  The Company u_s_ed forms enti.tled Notice and Consent Form for AIDS
Virus (HIV) Antibo_dyl_Aﬁtigeﬁ Testing which were not approved by the Department.
11. | The '-Cofnpé_ny faitéd to provide '_réquired disclosure forms to émployers
and certificate holders.
12.  With regard to adverse underwriting decisions, the Company:
“a. Failed to provide a.ppzicants with. a copy of the Notice of Insurancel
Information Practices prior to obtaining personal information from a third party;
'b. Failed to provide the reason(s) for an adverse underwriting decision
along with a Summary of Rights to individuals who completed an application; and |
c. Used disclosure authorization provisions on its applications that failed
to limit disclosures to "no more than” the 30-month limit prescribed by law.
13.  With regard to appeal procedures, the Company:
a. Failed to send acknowledgments to appeals within five business days;
b. Failed to resolve the first level appeal within 30 days of receipt; and
c. Failed to resolve second level appeals within 60 days.
14.  The Company used health history information collected during the)
underwriting process and known to the Company prior to the issuance of the coverage,
but not included in the application file, to later rescind coverage based on this same

information.
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15.  The Company failed to include in the renewal notice for group coverage

||an explanation of the extent to which the increase in premium was due to the actual o

expected claims ekpérience of the 'individu_als covered .u_nderthe plan.

| CONCLUSIONS OF LAW
_ 1. | The Company violated A.R.S. § 20-461(A)( ) and (4) and A AC. R20-6-
801(F) by falllng to conduct a tlmely and reasonabie mvestagatlon before denying
claims as “not necessary.”

2. The Company violated A.R.S. § 20-3102 by failing to ad;udlcate claims
submitted by and pald io providers within 30 days of receipt of a clean claim. |

3. The Company viclated A.R.S. §§ 20-461(A)(1) and (15) by failing to
provide a reasonable explanation for the denial of claims.

4, The Company viclated A.R.S. §§ 20-462(A) and 20-3102, as well as a
previous Order of the Director, by failing to pay the correct interest on claims not timely
paid.

5. The Company violated A.R.S. § 20-444 and A.A.C. R20-6-201 by using
noncomplying marketing materiais, advertising, and sales scripts that failed to provide
required information, or in the alternative made unsubstantiated claims about the
Company’s products, operations, and/or relative strength and experience.

6.  The Company violated A.R.S. § 20-461(A)(17) by issuing policy forms
that exclude coverage for chiropractors.

7. The Company violated A.R.S. § 20-1379(L} and (M) by failing to issue

certificates of creditable coverage within 30 days of the termination of policies.
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8. The Company violated A.R.S. § 20-1377(E) by failing to properly credit
new insureds for preexiéting conditions exclusionary period satisfied uﬁder_ prior
coverage. | | |

9. The Company violated A.R.S. § 20»2533(0) by failing to prominently
display on its EOB forms the notice of the right to appeal a denied claim.

10.  The Company violated ARS. § 20-2535(A) andlor 20-2536(A) by
incofrectly stating appeal rights, procedures, and time periods within the policy form
and on its EOB forms.

11.  The Company violated AR.S. § 20-1401.01 by failing to include the
required notice on four employer group certificate forms issued in the State of Arizona
for a policy with situs in other siates.

12. The Company viclated A.R.S. § 20-448.01 and A.A.C. R20-6-1203(C) by
using HIV consent forms that had not been prior approved by the Director.

13.  The Company violated A.R.S. § 20-2323 by failing to provide the required
disclosure forms to employers and certificate holders.

14.  The Company viclated A.R.S. § 20-2104(B)(1)(b) by failing to provide the
applicant with a Notice of Insurance Information at the time it requested personal
information from a third party.

15. The Company violated AR.S. § 20-2110(A) and (D), as well as a
previous order of the Director, by failing to provide the reasons for a adverse
underwriting decision along with the Summa_ry of Rights prescribed by A.R.S. §§ 20-
2108 and 20-2109 to individuals who have completed the application process.

16.  The Company violated A.R.S. § 20-2106(7)(a) and Consent Order 2004

by failing to limit disclosure of information on applications to no more than 30 months.
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17.  The Company violated A R.S. §§ 20-2535(B) or 20-2536(B) and Consent
Order 2004 by failing o acknowfedge' appeals withir.\.five.business days. . |

18. Thé Company violated A.R.S. § 20-2535_(D) by failing to resolve first level
appeals within 30 days of receipf.

19.  The Compahy Vioiated AR.S. § 20-2536(E)(2) by failing to resolve
second-level appeals within 60 days of receipt.

20. The Combany violated AR.S. § 20—2309(A) by failing to include in the
renewal notice for group coverage an explanation of the extent fo which the increase in
premium was due to the actual or expected claims experience of the individuals
covered under the plan.

21.  Grounds exist for the entry of the following Order in accordance with
A.R.S. §§ 20-220, 20-456, 20-2117, and 20-2508.

ORDER
IT IS ORDERED THAT:

1. Time Insurance Company shall:

a. Perform timely and reasonable investigations prior to denying claims;

b. Provide a reasonable explanation for the denial of claims in sufficient
detail to allow members and providers fo appeal the adverse decision;

¢. Adjudicate claims submitted by and paid to providers within 30 days of
receipt of a clean claim;

d. Provide accurate information on all policy and EOB forms concerning
the appeal process, including but not limited to the time limits for filing appeals;

e. Pay adequate interest on late claims submitted by insureds or
providers in accordance with relevant statutory requirements;

f. Use marketing materials, advertising, and sales scripts that;

7-
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i. Disclose pertinent policy exclusions, reductions and limitations;
reference “practices” not to cén_cel- small group cbverage due to experi.ence;

ii. Avoid using words, p_hfases‘, and statements that are not accurate
and could mislead prospebtivé insureds, inéluding but not limited to comparisons
implying that Short Term Médicai ins"u_r_ance ié a éimiiar product to COBRA,;

iit. Avoid making ﬁague and ambiguous promises regarding the speed
and accuracy with which it.process'es 'ct.aims,.wh'icih pﬁrefnises are .not supported by
verified statistical data; or

iv. ldentify the name of the issuing carrier(s) on all advertising and
marketing materials.

g. Use policy forms and EOB forms that provide the correct time period
for filing a first-level appeal;

h. Use policy forms and EOB forms that prominently display the notice of
the right to appeal;

I. Issue certificates of creditable coverage within 30 days of the
termination of coverage;

|- Properly credit insureds for preexisting conditions exclusionary
periods satisfied under prior coverage,

K. Use policy forms that provide benefits for treatment provided by
chiropractic physicians if the services are within the lawful scope of practice of the
physician and the insurance coverage includ_es diagnosis and treatment of the
condition or complaint, regardiess of the nomenclature used to describe the condition,
complaint or service;

l.  Provide the required notice on certificates delivered in Arizona for

policies issued in other states;

-8-
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m. Use policy certificate forms that omit subrogation language unless a

clarification is includéd in the policy la_inguage that this p_rovisibn does not apply in

|| Arizona;
n. Pr.ovi.de required disclosure forms to employers arnd certificate
holders; |
0. Use HIV testing consent forms that have been approved by the
Director; | | |

p. Provide applicants with a copy of the Notice of Insurance Information
Practices prior to obtaining personal infomﬁation from a third party;

g. Provide the reason(s) for an adverse uhdérwriting decision along with
a Summary of Rights to individuals who have completed an application;

r. Use application disclosure authorization provisions that [imit

|| disclosures to “no more than” 30 months as prescribed by law;

s. Send acknowledgments to appeals within five business days;

t. Resolve the first level appeal within 30 days of receipt;

u. Resolve second level appeals within 60 days;

v. Adopt policies and procedures that give credit for premium payments
as of the date that they were deposited in the United States mail or.as of the date of
registration or certification as established by the United States mail;

w. Discontinue the practice of relying on health histbry information
collected during the underwriting process but not made part of the application file to
later rescind coverage based on that same information known to the Company at the

time the policy was issued; and
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x. Fully dlsc!ose to apphcants using electronic applications the

: mgmﬁcance of thelr electromc s;gnature and offer them the opportumty to review and

|| correct the application prior to its sub_m_lss;on.

y. Includ_e'-in_th'e reneWal notice for group coverage an explanation of

the extent to w_h_ich the increase in prem_ium_ was due to the actual or expected claims

|| experience of the individuals covered under the plan.

2. Wit_hin 90 days -bf the filed date of this Order, the Company shall submit to

1/the Arizona Department of Ensu;’ance for approval evidence that corrections have

been lmplemented and communicated {0 the appropnate personnel regarding a[i of the
items listed above in Paragraph 1 of the Order section of this Consent Order. Evidence
of corrective action includes but is not limited to memos, bulletins, emails,
correspondence, procedures manuals, print screens and training materials.

3. The Department shall be permitted, through authorized representatives,
to verify that The Company has compliéd with all provisions of this Order.

4. The Company shall pay a civil penalty of $60,000.00 to the Director for
deposit in the State General Fund in accordance with AR.S. § 20-220(B). This civil
penalty shall be provided to the Market Conduct Examinations Section of the

Department prior to the filing of this Order.

-10-
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5. The "R'eport' of' 3Examin.'atidh"of the Market Conduct Aﬁairs of Time

: Insurance Company dated June 30, 2008 mciud;ng the ietter submstted in response to

the Report of Examlnatlon shaii be ﬂled wﬁh the Department after the Darector has

filed thls Order
DATED in Arizona this ﬁfaay.cf._' had

/%\be’lfvvﬂ}_/\.ﬂ_ /f / W Jﬂ/(‘-’?

Germalne L. Marks
Director of E_nsurance
Arizona Department of Insurance

A1-
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CONSENT TO ORDER

1. Time Insurance. Company has rev;ewed the foregosng Order.
2.0 Time. lnsuranoe Company admlts the- }urasdzotlon of the Dzreotor of-

Insurance, State of Arizona, admlts the foregoing Findangs of Fact, and consents 1o the

' entry of the Conolusmns of Law and Order.

3. Time Insurance Compa‘ny‘ is aware of its right to a hearing, at which ity

|imay be represented by counsel, present evidence, and cross-examine withesses.

Time Insurance Company irrevooabiy Wéives_i%s right to such notice and hearing and 1o
any court appeais related to this Order

4, Time Insurance Company states that no promtse of any kind or nature
whatsocever was made to it to mduce it to enter mto this Order and that it has entered
mto this Consent Order volu'ntanly,

5, Time Insurance Company acknowledges that the acceptaoce of this
Order by the Director _of' Insurance, State of Arizona, is solely to setfle this matter
égains‘t it and does not preclude any other a:qenoy or officer of this state or its
subdivisions or any other person from any other civil or criminal proceedings, whether
civil, criminal, or administrétive, as may be appropriate now or in the future.

5. Julia M. Hix
Vice President, Com_plianoe

., who holds the office of

of Time Insurance Company, is authorized to enter

into this Order for it and on its behalf.

TIME INSURANCE COMPANY
. fé{f/ .
December 31, 2012

Date ad

2-
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|| Dean Ehler

COPY of the foregoing mailed/delivered

|| this _10thday of January . 2013, to:

Germaine L. Marks

il Director of Insurance

Mary Butterfield

‘|| - Assistant Director -
1. Consumer Affairs Division

Helene | Tomme .
‘Market Examinations Supervisor
“Market Oversight Division.
Assistant Director
‘Property and Casualty Division
Kurt Regner
Assistant Director
“Financial Affairs Division
David Lee
Chief Financial Examiner

1| Alexandra Shafer

Assistant Director

Life and Health Division
Chuck Gregory

Special Agent Supervisor

Investigations Division

DEPARTMENT OF INSURANCE

12910 North 44th Street, Suite 210

Phoe_nix, AZ 85018

Julia M. Hix, Vice President, Compliance
Assurant Health Compliance Officer
Time Insurance Company

11501 W. Michigan Avenue

Milwaukee, Wi 53201-0624

V//Z%@V»f@é/wéi;
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